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|.  Introduction

A. Purpose.

1. The State Treasurer desires to enter into a banking relationsleiledtmoniccollection banking
services and anddry services.

2. The purpose of this Request for Proposal (RFP) is to notify qualified and interested banking
institutions of this intention, to formally request proposals, and to disseminate information that would assist banks in
preparing and damitting proposals to provide these services to the State. This RFP is being disseminated by the
following methods:

e Email attachment in Microsoft Word format
e Downl oadabl e Word and Adobe Acrobat files on th

http://treasurer.delaware.gov/

Note: The RFP is available in Microsoft Word format to facilitate having the vendor insert its responses and
pricing where appropriate. The State Treasurerds Off i
Acrobatformatsand t he officeds Adobe version wild.l be consider
between the vendor and State versions.

B. Overview. The
estimated budget for the State of Delaware Sources of Revenue

State of Delaware during m Personal Income Taxes 30.1%
FY2009 is $341 billion.
Principal sourcesf

revenue are depicted in the
chart. Revenue and
spending forecasts are
periodically updated by the
Delaware Financial
Advisory Council

(DEFAC).

W Corporate Franchise Taxes 21.5%

m Abandoned Property 11.2%

W Lottery and Slots 7.3%

m Other Tax Revenue 6.9%

m Other non-Tax Revenue 6.5%
Gross Receipts Taxes 4.6%

Bank Franchise Taxes 4.4%

1. The Cash

Management Policy Board Corporate Income Taxes 3.8%

(the Board) prOVi_deS Realty Transfer Taxes 2.3%
oversight and guidance for )
t he St attad s clontrac Public Utility Taxes 1.4%

banking relationships. Its
policies and guidance are
i mpl emented through the Cash Management Unit (CMU) of
of both State ex officio members and civilian financial professionals, and it meetsigalyodThe State Treasurer

is an ex officio member of the Board.

2. Onebank currently providea | mo st a | | eleotfonictcdllectioderviaes &Vaile it is
possible that the Stateds pri mar y anasiers, the $taeranavestheb ank ma:
majority of its wire transfers and ACH transfers at its electronic depository bahére are now seven accounts at
this bank, three of which are electronic lockbox accountse four other collections accounts are fa general
collections account (the principal electronic depository account), Division of Revenue delinquent taxes account,
Division of Revenue internet filing account, and a State Pensions Office collections account.

Office of State Treasurer Request for Proposal



C. Reconcilement. Statevenue is recorded into the accounting system using a Cash Receipt document.

1. The State Treasurerds Office currently utilizes
Reconciliation Solution (ARecs) to accomplish this critical function.

2. The State currently receives the following information from the depository bank:
o Daily BAI files for the main electronic depository accofoitimport into the RRecs software.
o Daily statements for each account via the web and monthly statefmeesch account via regular

USPS mail.

3. Exceptions are made for this process at fiscal year end (June 30) to receive all information in a timely
manner.

D. Conclusion. This RFP is for electronic collection services only. Gi¥erCounter ollection services are
provided by a separate banking agreement.

1. The remainder of this RFP consists largely of performance standards that all bidding banks will be
required to meet in their role as a collection bank.

2. The State inteds to pay for all banking services on a fee basis, but it reserves the right to pay on a
compensating balances basis if necessary.
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Il.  Bidding specifications and information
A. Eligibility to bid. Vendors intending to submit qualified proposalsstn

Hold a current national or state charter.

Maintain a principal office in Delaware.

Hold noninvestment assets of at least $5 billion.

Hold a Fitch Bankwatch individual rating of

B. Addenda to the RFP. If it becomes necessary togewiy part of this RFP, addenda will be provided to all

at

vendors that received the initial RFP. Vendors are required to acknowledge the receipt of all changes and addenda.

C. Cancellation of the RFP. The State may cancel this RFP, in whole or iatpamy, time.
D. Proposal Acceptance. The State Treasurer reserves the right to:

Accept or reject any and all proposals, in whole or in part, received as a result of this RFP.

Waive minor irregularities in proposals.

Allow a bank to correct a minor ggularity in its proposal.

Negotiate withany orall vendors, in any manner necessary, to serve the best interests of the State.

E. Evaluation Criteria. Proposals will be evaluated using the following criteria:

e Ability to meet all current cash managent requirements as described in this RFP

e Quality, reputation for reliability and method of service. The ability to economically proce
large volume of items

e Total compensation on a fee basis, as shown on the bid form

e Completeness of proposalsh® degree to which the Stat ¢
guestionnaire are addressed by the vendor

e Ability to meet future cash management requirements, including a commitment to maintai
leading edge in the banking community and a sense of inoovatid creativity

F. Oral presentations. Vendors may be required to make individual oral presentations in order to clarify their
proposals and respond to questions

G. Incurred Expenses. Neither the State Treasurer, members of the Cash Man&gédicyeBbard of the State
of Delaware, nor any employee of the State of Delaware is responsible for any costs incurred by the vendor in the
preparation of a proposal.

H. Economy of Preparation. Proposals should be prepared simply and economicatlyibingrdata on all
areas required. Proposals should also adhere strictly to the proven capabilities of the contractor to meet the
requirements set forth in this RFP.

l. Public Information Act. Vendors must clearly identify those portions of theirgsalp that contain
confidential information, and they must provide written explanation why such material may not be disclosed upon
request under the Delaware Freedom of Information Act.

J. Contract Responsibilities and Subcontracting. The State Treasllrenter into a contractual agreement

only with the selected vendor for services requested in this RFP. The vendor shall be responsible for all products
and services as required by this RFP. Subcontractors, if any, must be identified and a cesgipteod of their
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role relative to the proposal must be included in the vendor's proposal. The State reserves the right to not permit
any and all subcontracting.

K. Acceptance of Terms and Conditions. In submitting a proposal, the vendor acedptsihand conditions

set forth herein. If the vendor proposes changes to any of the specifications of this RFP, such changes will be
considered, providing that the vendor can clearly demonstrate, and the State agrees, that the changes will be in the
beg interest of the State. All recommended changes should be clearly identified and submitted in a separate section
of the vendor's proposal. They should not be included in the main body of the vendor's proposal.

L. Contract Duration. The banking sez@s contract will be for a period of five (5) years beginning on the
effective date of the contra@geptember 12008, and ending ougust 31 2013. The vendor and the State may
mutually agree to extend the term of the contract for three (3) additinegkar periods.

M. Price changes. Unit price increases or decreases will be permitted sSapitegnbed, 2009, and on July 1

of each year thereatfter, if agreed upon by both parties 60 days prior to that date. Any price increase shall not exceed
the lesser of the Producer Price Index (PPI), as provided by the Federal Reserve and published in the Wall Street
Journal, or five percent. The bank must supply to the State the proper documentation which confirms the need for a
price increase.

1. Should the State and the bank institute a system which would lower the bank's expense of providing a
service, a reduction in price for that service would be in order. Six months prior to the expiration of ylearfive
contract, the State and the bank(d) miutually determine whether to exercise the first year of theyeae
extensions.

2. As the State will have contract pricing in place and will not be subject to routineAdekprice
changes, the bank wil!/| n ortanymther dgentylsuch rdticest Ehe Jtateevdl snlyr er 6 s
accept and comply with price change notifications that
Office.

3. Should both the State and the bank(s) wish to puaslextensiomption anagreement on unit price
increases, if any, for the onyear extension must be reached between the State and the bank(s)6&tdagstprior
to the end of the original fivgear contract.

N. Non-collusion statement. All banks respondinghis RFP must certify that they have neither directly nor
indirectly entered into any agreement with other vendor(s) that may be interpreted to be collusion for the purpose of
restricting free competitive bidding. Banks failing to complete the attadbedCollusion Statement will be

eliminated from the bidding process.

0. Termination of Contract. The State may terminate the contract bydayo@ritten notice sent by certified

mail to the principal office of the Bank(s). However, the State resdmeaight to immediately terminate this

contract in the event the vendor fails to meet all contractual requirements. The State shall have the right to declare
the vendor in default and to terminate all agreements, written or verbal, without penaltgatiatlon the part of

the State of Delaware. Upon written notice of default to the vendor, the State shall have the right to select an
alternate vendor.

P. Bid Questions Vendors should submit all questions via email to Cash and Debt M&aaeMaxwvell.
The deadline for submitting questiongrisbruaryl5™ 2008.
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Q. Preparation and Submission of Proposals. Proposals must:

1. Indicate all key banking officers with whom State employees, particularly those of the State
Tr eas ur ewodldint@®dctfon areutine basis. These would include:

Account Officer (Relationship Officer)

Backup to the Account Officer

Treasury or cash management officer (if different from Account Officer)
Customer Service Representative(s)

Conversion team memize

This listing should include bank title, telephone number, fax number, email address, and mailing address for each
individual. This comprises Tab C of the proposal.

2. Include a bid sheet that has been completed fully and accurately usingumesgrovided by the
RFP. Service fees should begbtotaled antbtaled. Where necessary, the vendor may provide a supplemental
sheet that includes a revised bid sheet that incorporates alternative services and fees. All services should be clearly
identified with their corresponding Association of Financial Professionals (AFP) cdthéscomprises Tab B of
the proposal.

3. Provideat leastwo government and two corporate references for which the vendor has provided
collections (nodockboY) s er vi ces. For each of the references, p |
partnership with clientsd to develop best in class ser:

initiatives for clients? This comprises Tab | of the poposal.
R. Optional Proposal Iltems. Proposals may include:

1. A narrative which describes the required services
collect funds in an efficient manner. This narrative may address such items as potingediscounts, reporting,
and any other topic relevant étectroniccollection services This optional item would comprise Tab J of the
proposal.

Note: This narrative provides vendors with the opportunity to summarize and tie together théhdeimilound
elsewhere in their proposals, and to address concerns not otherwise expressed in their proposals.

2. Initiatives within the vendor itself and the entire banking community that may impact the State in the
future.

3. Alternative g@proaches to the collection of revenue, other than what is described in the processing
specifications portion of this RFP. The vendor would still be expected to respond directly to the specifications and
guestionnaire, but alternative approaches will lsoeviewed as part of the overall proposal evaluation.

S. Proposal format. To help standardize and expedite the proposal evaluation process, hardcopy proposals must
be submitted according to the following specifications.

All pages will be standard ketr-size (8.5 x 11 inch) white paper.

Print type should be a reasonable font and size. Color is optional.

The use of plastic document protectors and other enhancements is discouraged.

Looseleaf, threering binders are preferred. Combed (GBC) bindingsaaceptable.

Each of the bulleted items found on the checklist will be labeled as indicated, and each will
constitute a separate section of the proposals, and each section will be denoted by its own tab.
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T. Proposal DeadlineProposals must be deliered to the following location by 4:00 p.m. local timeMarch
5™ 2007. Time-stamped receipts will be available upon request. Proposals must be delivered in a sealed envelope
or box, clearly labeled in a manner such as the following: "Collection Bguénvices." Submit proposals to:

Office of State Treasurer

Attention: ELECTRONIC BANKING
820 Silver Lake Boulevard, Suite 100
Dover, Delaware 19904

u. Governing Law. This contract will be governed by the laws of the State of Delaware.
V. The CMU will evaluate all proposals and present its recommendations to the banking subcommittee of the

Cash Management Policy Board. The subcommittee will
formal presentation to the full Board. The State Treasaill then award the contract on behalf of the Board.
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lll. General Performance Specifications

A. Compensation methods and invoices.

1. The vendor will accept payment for services rendered on a fee basis, but it will accept compensating
balances as payment when requested by the CMU.

2. The vendor will invoice the State quarterly, but will also be capable of invoicing the State monthly.
For each quarter, the net fees of the monthly analysis statements will total to the quartexdy invoi

Note: The vendor should indicate in its proposal any discounts available for monthly invoice payments.

3. The vendor will accept purchasing card payments as the primary method of paymentf
necessary, the State may pay its invoice usingk;hvéce transfer, or ACH credit. Under no circumstances will the
vendor be permitted to direct debit the Stateds coll ecH
4, The vendor will accept payments withen nawmod cieskd he

changes) in those instances where the State has been charged incorrectly, and where the State and the bank agree to
the changes and the revised amount of the invoice. (The purpose of making such adjustments to incorrect invoices
is to speed th process of paying the bank, rather than wait for the bank to produce a revised invoice.)

B. Account analysis statement. Each month the vendor(s) will provide a detailed account analysis package to
the Stat e Tr &hisaccaourd andlysgackégé wiltbe due in this office no more than 15 calendar days
following the close of the month for which the analyses are made, and the package will contain the following:

1. Individual account statements for all accounts.

2. A summaryanalysis that rolls the detail from all individual statements into a single, comprehensive
statement. It will include:

e Contact information. The statement header will contain the complete account name, account
number and contact information for the t8tagencies owning the accounts.

e Balance information. Both the individual and summary analyses will detail:

Average ledger balance

Average uncollected funds

Average collected (available) balance

Average positive colléed balance

Reserve requirement (exactly as prescribed by the Federal Reserve)
Adjustments

Investible balance

All adjustments will be explained. Average collected balance is defined as average ledger
balance minus any uncollected fundehe dollar value of these uncollected funds will be
determined by the availability schedule submitted with the vendor's proposal.

e Earnings credit. Both the individual and summary analyses will detail the computation of earnings
credit. The earningsredit rate will be equal to or greater than thed@9 Treasury Bill rate for
that period, as published by the Wall Street Journal. Earnings credit will be computed as follows:

(Investable balance) x (Earnings credit rate)
(Actual days in year) ¥Actual days in month)
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Should the earnings credit ever exceed the monthly servicé fasething that would be a rare
eventi the bank must carry forward any surplus earnings credit to be applied against the
foll owing monthés fees.

e Banking services Each analysis will provide a detailed listing of the banking services rendered
for that month. This listing will include a service description, AFP code, volume, unit fee, total
fee, and compensating balance. Service groupings will be subtotaled.

e Adjustment line item. The summary analysis will include a line item within the services listing or
elsewhere on the statement that is to be used exclusively for adjustments. These adjustments may
be pricing corrections from previous months, for examgmid¢hey may be special infrequent
services such as computer programming.

e A written explanation for any unusual adjustments to balances and services that cannot be
explained in the space provided on the analysis itself. The Account Officer has thsitgiipo
to provide such explanations, which may be contained in a separate note or letter if necessary.

e A written notification of the termination or start of a new service that is not a part of the original
proposal or contract. Itisthe policy oftBet at e Tr easurer ds Of fice that
to pay for any service, whether or not it is requested by an agency, unless the vendor notifies the
CMU in writing and receives permission to implement the proposed service. There will be no
exception to this policy. The CMU is the approving authority for all banking services.

¢ An invoice, which may be in the form of a cover letter. The invoice may also be sent
electronically as an email attachment.
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V. Electronic C  ollection Banking Sp ecifications

Note: Complete industrgtandard descriptions of the following services are provided by the Association of
Financial Professionals through its AFP service codes. The standards described in this section may add to the AFP
standards, but inmcase should they be interpreted to detract from, weaken or lessen the AFP standards.

A. General information. Receipts from the State's revenue collection agencies will be deposited with and
processed by the collection bank. The services describedisdtiion are not related in any way to the State's
lockbox operations.

B. The collection bank shall perform the following services for the State.

1. Automated Clearing House (ACH) transactions. In accordance with National Automated Clearing
HouseAssociation (NACHA) standards, the bank shall:

a. Place an ACH debit block against the State's main collection account for all transactions that
are not specifically approved by the Cash and Debt Manager.

b. Process all outgoing ACH creditstiated by the State via online or terminal methods.
Not e: Most ACH credit transactions wil/l be initiated |

require that some ACH credits be initiated by the collections bank. Thus, theiooBdxank must have full ACH
functionality.

C. Process all ACH debits (incoming funds) on behalf of the State.
d. Process all incoming ACH credits initiated by
e. Process all incoming and owatigg ACH addenda records that are created in incissénydard

formats, such as CTX, CCD and CCD+.
f. Ensure that each ACH credit transfer receives next daydayeavailability (or better).

Note When NACHA and the Federal Reserve implemeng-siay availability for ACH transferghe State wilklso
receive samelayavailability.

2. Wire Transfers OutgoingAutomated. The bank shall:

a. Provide online (internet) access to the bank's wire transfer network by properly authorized
individuals of the State Treasurer's Office.

b. Initiate both repetitive and nenepetitive wire transfers on behalf of the State, as directed by

aut horized individuals using the bankoés online wire tr:;:
C. Provide immediate angrintable confirmation of wire transfers using unique reference

numbers.
d. Make available internet a report that confirms all curdayt incoming wire transfer activity.

This report must contain all relevant data, such as payer, amount, time oflate of transaction, etc.

e. Provide three levels of security for intersiigtsed input approval, as well as a release
authorization code. These security levels may include passwords, company IDs and security tokens.

f. Charge the propernt&e account(s) for wires on the day they are actually sent.
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g. Process an estimaté@0automated wire transfers (outgoing) annually.

3. Wire transfers outgoingy manual. Manual wire transfers may be either repetitive orepatitive.
The Sate has no intention of utilizinganualoutgoing wire transfers. However, strictly as a baplor emergency
method of conducting transfers, the bank shall:

a. Process all outgoing wire transfers requested by the State on a same day basishtbrough
Federal Reserve System.

b. Receive and honor a list of personnel who are authorized to request and/or verify repetitive and
non-repetitive wire transfers and who will receive confirmations of those transfers.

C. Receive and honor outgoingre transfer requests by phone from 8:30 a.m. 30 #:m. daily,
and contact the State Treasurer's Office authorizing personnel for verification of wires prior to executing them. The
bank will contact the State Treasurer or his designee for verificafioires received after 30 p.m., prior to
executing them.

d. Provide industryacceptable wire transfer authentication, authorization and security procedures
between the bank and the State for all wire transfers. The bank will provide reetiivenrepetitive guidelines
and procedures with the State. Failure to follow these guidelines would result in the bank's liability for any lost
funds.

e. Charge the relevant State account(s) for wires only on the day they are sent.
4, Wire Transfers Incoming. The bank shall:
a. Provide immediate availabilitipr the entire amounts efire transfers received for the credit
of the State.
b. Make available via internet a report that confirms all curdatincoming wire trasfer
activity.
5. Account Maintenance Demand Deposit Account (DDA) Statement(s). The bank shall:
a. Provide the State Treasurer's Office with a daily statement for the General Collection Account.

This statement must be available eleairally via PC terminal or internet in BAl format. This statement provides
the basis for reconciling bank deposits and researching possible errors. To show what it looks like, the bank's
proposal must include a sample page of the electronic versiois atatement.

b. Provide DDA statement(s) within three business days after the cyetdfcut

C. Include, with the bid, samples of the bank's normal DDA bank statement with posting data.
This comprises Tab H of the proposal The State expés to receive the following information on the DDA
statement: credit memos and deposits listed in amount order; and, debit memos and listed in amount order. In
addition, all credit memoand debit memos (sorted in numerical order) should be returneth&itbDA statement.

6. Special Demand Deposit Statements. The bank shall:
a. Provide special DDA statements, upon request, for various accounts at times other than normal
statementcycle cwd f f . A fAspecial 0 st adsameanatrouting, pedicalit statemeht, laus o n e

which is requested at a time other than the designateaffadéte.
b. Process all such requests, currently estimat&@@annually.

7. Additional Demand Deposit Statements. The bank shall:
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Provide additional DDA statements, upon request,
defined as one that is identical to a routine statement that is issued at the nowffgbetodd; it may be a
regenerated original or a photocopytloé original.

8. Automated Balance Reporting. The bank shall:

a. Provide automated balance reporting (vialioe computer terminal or internet) for the
collection account and any other account(s) deemed necessary by the State.

b. Report no later than 8:00 a.m. to the State Treasurer the following data:

Combined closing ledger balances.

Combined closing collected balances.

Combined opening collected balances.

Total dollar amount of debits and credits for the account(s).

Opening and dsing balance of the General Collection Account.

Float figures for zero, one, and tway items in the General Collection Account.

9. Zero Balance Account (ZBA). The bank shall:

a. Be capable of providing twway (credit/debit) ZBAs as required

b. Automatically transfer any net credit/debit to a designated account daily.
10.  Concentration of funds reporting. The bank shall:

a. Provide concentration of funds reports to the State Treasurer's Office as requestedankThe
shall include with its proposal sample copies of all concentration and other related reports, indicating which reports
are accessible through a PC.)

11.  Electronic Tax Collection Program. The State currently maintains four distinct electon
collection programs with its collections bank on behalf of the Division of Revenue. These concentration of funds
programs exist to collect both corporate and individual liabilities. Each program allows not only for direct ACH
credits, but also foBtateinitiated ACH debits that are input via toutdne and operateassisted methods. These
programs typically collect funds monthly or quarterly. Based on this scenario, the bank shall:

a. Provide a concentration of funds program with eithreoperatorassisted, touckone or Voice
Response System (VRS) component that would create an ACH debit or credit for the purpose of transferring taxes
into the Statebs main collection account.

b. Allow each tax collection program to contain da&ds to collect information that is unique to
that tax.
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V. Incidental Collection Services Requirements

A. Collateralization of State Deposits. The bank shall:

1. Collateralize the State's daily ledger balance(s) if, for any quartergdine most recent eight quarters
the bank has not met the following two criteria:

e Return on total average assets of 0.50 percent or greater, and
e Average capital ratio (total equity to total assets) of at least 5.00 percent.

2. If either criterion § not satisfied collateral must be pledged and shall consist of one or more of the
following securities:

U.S. Government securities.

U.S. Government agency securities.

Federal Home Loan Board letters of credit.

State of Delaware securities.

Securities ot political subdivision of the State of Delaware with a Moody's rating of "A"
or better.

3. Ensure that the securities pledged as collateral have a market value equal to or greater than 102
percent of the ledger balance(s) in the account(s)edakmarket each day.

4, Ensure that securities pledged as collateral are housed at the Federal Reserve Bank or a mutually
agreed upon third party depository. (The trust department of the winning vendor will not be acceptable).

5. On amonthly basis, provide the State Treasurer with a report detailing the collateral pledged.

6. On a quarterly basis, provide the State Treasurer with a copy of the bank's call report (Consolidated
Report of Condition and Income, FFIEC 031) sulbexditto the Bank Regulator.

B. Risk Management. The bank shall provide information to the State regarding its relevant current and recent
litigation, its code of conduct and/or statement of ethics, and its auditing procedumescomprises TabL of the
proposal.

1. This description must include the following information:
e Litigation: Enumerate any pending and recent
procedures and security procedures.
e Et hics: Provi de a tobbthigs andfits Gotlesof Coraduck 6 s St at e men

¢ Regulatory Reports: Provide a copy of your Statement on Auditing Standards Number 70 (SAS
70) and your SEC Form 1Q, and enumerate issues raised about these documents during your
most recent audit.

e Annual Report: Rivide a copy of your most recent annual report.

e Audit: Enumerate substantive operating issues raised by recent audits, particularly regarding those
services described in this RFP.
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